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MINISTRY OF FINANCE 
(Department of Economic Affairs) 

NOTIFICATIONS 
New Delhi, the 16th May 1961 

S.O. 1102.—Whereas on the application of the Reserve Bank of India under 
sub-section (1) of section 45 of the Banking Companies Act, 1949 (Act 10 of 
1949), the Central Government has made an order of moratorium in respect of 
the Kottayam Orient Bank Ltd., Kottayam, under sub-section (2) of the said 
section. 

And whereas the Reserve Bank of India in exercise of the powers conferred 
by sub-section (4) of section 45 of the said Act has prepared a scheme for the 
amalgamation of the Kottayam Orient Bank Ltd. with the State Bank of 
Travancore. 

And whereas the Reserve Bank after having sent the said scheme in draft 
to the banking institutions concerned in accordance with the provisions of sub¬ 
section (6) of the said section and after having considered the suggestions and 
objections received in regard to the said scheme has modified that scheme and 
forwarded it to the Central Government for sanction. 

Now, therefore, in exercise of the powers conferred by sub-section (7) of 
section 45 of the said Act, the Central Government hereby sanctions the scheme 
on and subject to the terms and conditions hereinafter mentioned. 

(1) The Kottayam Orient Bank Ltd. shall be the transferor bank and the 
State Bank of Travancore shall be the transferee bank. 

(2) As from the date which the Central Government may specify for this 
purpose under sub-section (7) of section 45 of the said Act (hereinafter referred 
to as the prescribed date) all rights, powers, claims, demands, interests, 
authorities, privileges, benefits, assets and properties of the transferor bank, 
movable and immovable, including premises subject to all incidents of tenure and 
to the rents and other sums of mon^y and covenants reserved by or contained in 
the leases or agreements under which they are held, all office furniture, loose 
equipment, plant, apparatus and appliances, books, papers, stocks of stationery, 
other stocks and stores, all investments in stocks, shares and securities, all bills 
receivable in hand and in transit, all cash in hand J and on current or deposit 
account (including money at call or short notice) with banks, bullion, all book 
debts, mortgage debts and other debts with the benefit of the securities, or any 
guarantee therefor, all other, if any, property rights and assets of every description 
including all rights of action and benefit of all guarantees in connection with 
the business of the transferor bank shall, subject to the other provisions of this 
scheme, stand transferred to, and become the properties and assets of, the trans¬ 
feree bank; and as from the prescribed date all the liabilities, duties and obliga¬ 
tions of the transferor bank shall be and shall become the liabilities, duties and 
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obligations of the transferee bank to the extent and in the manner provided 
hereinafter. 

Without prejudice to the generality ot the foregoing provisions all contracts, 
deeds, bonds, agreements, powers of attorney, grants of legal representation and 
other instruments of whatever nature subsisting or having effect immediately 
before the prescribed date shall be effective to the extent and in the manner 
hereinafter provided against or in favour of the transferee bank and may be 
acted upon as if instead of the transferor bank the transferee bank had been a 
party thereto or as if they had been issued in favour of the transferee bank. 

If on the prescribed date any suit, appeal or other legal proceeding of what¬ 
ever nature by or against the transferor bank is pending, the same shall not 
abate, or be discontinued or be in any way prejudicially affected, but shall, 
subject to the other provisions of this scheme, be prosecuted and enforced by or 
against the transferee bank. 

If the transferor bank was acting immediately before the prescribed date as 
a foreman in respect of any kuri or chitty as defined in the Travancore Chitties 
Act (XXVI of 1120) or the Cochin Kuries Regulation (VII of 1107) the rights, 
duties and obligations in relation to the kuri or chitty shall be regulated in 
accordance with the following provisions, namely, 

(i) the transferee bank shall become the foreman of the kuri or chitty and 

shall continue to exercise all powers and to do all such acts and 
things as would have been exercised or done by the transferor bank, 
in so far as they are not inconsistent with this scheme; 

(ii) the funds, if any, of the kuri or chitty lent to or deposited with the 

transferor bank, or otherwise due from that bank to the kuri or 
chitty, shall be transferred to the transferee bank, and the liabilities 
corresponding to such funds shall also be payable by the transferee 
bank in accordance with the other provisions of this scheme; 

(iii) if on the prescribed date the transferor bank in its capacity as the 

foreman of any kuri or chitty has deposited any security for the due 
performance of its duties and obligations in relation to the said kuri 
or chitty, the said security shall continue to be available for the 
purposes for which it was intended, but shall if aud to the extent 
that it is subsequently released be transferred to and vest in the 
transferee bank provided that the said security or as the case may 
be, the surplus, if any, after providing for the discharge of the 
duties or obligations in respect of the kuri or chitty shall be valued 
and utilised for the purposes of this scheme. 

If according to the laws of any country outside India the provisions of this 
scheme, by themselves are not effective to transfer or vest any asset or liability 
situated in that country which forms part of the undertaking of the transferor 
bank to or in the transferee bank, the affairs of the transferer bank in relation 
to such asset or liability shall, on the prescribed date, stand entrusted 
to the chief executive officer for the time being of the transferee bank and the 
chief executive officer may exercise all powers and do all such acts and things as 
would have been exercised or done by the transferor bank for the purpose of 
effectively winding up its affairs. The chief executive officer shall take all such 
steps as may be required by the laws of any such country outside India for the 
purpose of effecting such transfer or vesting and in connection therewith the 
chief executive officer may, either himself or through any person authorised by 
him in this behalf, realise any asset or discharge any liability of the transferor 
bank and transfer the net proceeds thereof to the transferee bank. 

(3) The books of the transferor bank shall be closed and balanced and a 
balance-sheet prepared in the first instance as at the close of business on the 
17th December 1960 and thereafter as at the close of business on the day 
immediately preceding the prescribed date and the balance sheets shall be got 
audited and certified by a Chartered Accountant or a firm of Chartered 
Accountants approved or nominated by the Reserve Bank of India for the 
purpose. 

A copy each of the balance sheets of the transferor bank, prepared in 
accordance with the provisions of the foregoing paragraph, shall be filed by the 
transferor bank with the Registrar of Companies as soon as possible after it has 
been received and thereafter tlje transferor bank shall not be required to prepare 
balance sheets or profit and loss accounts or to lay- the same before its members 
or file copies thereof with the Registrar of Companies. 
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(4) L The Transferee bank shall, in consultation with the transferor bank, 
value the property and assets and reckon the liabilities of the transferor bank in 
accordance with the following provisions, namely, 

(a) Investments including Government securities shall be valued at the 
market rates prevailing on the day immediately preceding the prescribed date 
provided that the securities of the Central Government such as Post Office 
certificates, Treasury Savings Deposit Certificates and any other securities or 
certificates issued under the small savings scheme of the Central Government 
shall be valued at their face value or the encashable value as on the said date, 
whichever is higher. 

(b) Where the market value of any Government security such as the 
Zamindari abolition bonds or other similar security in respect of which the 
principal is payable in instalments, is not ascertainable or is. for any reason, not 
considered as reflecting the fair value thereof or as otherwise appropriate, the 
•security shall be valued at such an amount as is considered reasonable having 
regard to the instalments of principal and interest remaining to be paid, the 
period during which such instalments are payable, the yield of any security, 
issued by the Government to which the security pertains and having the same 
or approximately the same maturity and other relevant factors. 

(c) Where the market value of any security, share, debenture, bond or other 
investment is not considered reasonable by reason of its having been affected by 
abnormal factors, the investment may be valued on the basis of its average 
market value over any reasonable period. 

(d) Whereas the market value of any security, shares, debentures, bond or 
other investment is not ascertainable, only such value, if any, shall be taken into 
account as is considered reasonable having regard to the financial position of the 
issuing concern, the dividends paid by it during the preceding five years and 
other relevant factors. 


Premises and all other immovable properties and any assets acquired in 
satisfaction of claims shall be valued at their market value. 


(f) Furniture and fixtures, stationery m stock and other assets, if any, shall 
be valued at the written down value as per books or the realisable value as may 
be considered reasonable. 


(g) Advances including bills purchased and discounted, book debts and sundry 
assets shall be scrutinised by the transferee bank and taken into account for the 
purpose of valuation to the extent to which they are reasonably considered 
recoverable, having regard to the value of the security including guarantees, 
if any, and other relevant considerations. 


II- Liabilities for purposes of this scheme shall include all contingent liabilities 
which the transferee bank may reasonably be expected or required to meet out 
of its own resources on or after the prescribed date. 

i Ill’-Wh® 16 the valuation of any assets cannot be determined on the prescribed 
date, they may, with the approval of the Reserve Bank of India, be valued pro¬ 
visionally, pending a final valuation in terms of paragraph (7)(iv). 

In the event of any disagreement between the transferee bank and the trans- 
b3nk as regards the valuation of any asset or the- determination of any 
shaJl^be’ ^ ' shall be referred to the Reserve Bank of India whose opinion 


It shall be competent for the Reserve Bank in the event of its becoming 
necessary to do so, to obtain such technical advice as it may consider to be 
appropriate in connection _ with the valuation of any such item of assets or 
C niu r, K lna .i 0n v.?^ any . such h-cni of liability, and the cost of obtaining such advice 
shall he payable in full out of the assets of the transferor bank. 

•*P le *^ al ^ ation of the ass ?ts an d the determination of the liabilities in accordance 
with the foregoing provisions shall be binding on both the banks and 
the members and creditors thereof. a 

ftttt •'tsr .te ,he ts?s? 
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be paid™ 6 ^ U ovidld U for iI infiilL her than depOSitS 33 ° n the prescribed date shali 
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(II) (i) In respect of every savings bank account or current account oY any 
other deposit including a fixed deposit, cash certificate, monthly deposit, deposit 
payable at all or short notice or any other deposit by whatever name called with 
the transferor bank, as at the close of business on the 17th December 1960 the 
transferee bank shall open with itself on the prescribed date a corresponding and 
similar account m the name of the respective holder thereof, crediting thereto, 
the balance standing to the credit of the account including interest, if any, due 
up to the close of business on the 17fh December 1960 or a sum of rupees two 
hundred and fifty, whichever may be less, less the amount, if any, paid during 
the period of moratorium, and thereafter the balance so credited in respect of 
any such new account shall be payable in full. 

(ii) For the purposes of adjusting the other deposit liabilities and the paid-up 
capital and reserves of the transferor bank, the following procedure shall be 
adopted. 

(a) If the value of the assets of the transferor bank as determined under 
paragraph (4) after providing for the amounts required to meet the liabilities 
mentioned in sub-paragraph (I) and the liabilities in respect of the new accounts 
mentioned m clause (i) of this sub-paragraph, exceeds the deposit liabilities 
including interest computed up to the 17th December I960 excluding therefrom 
the payments made during the moratorium period and the further amounts, if 
any, transferred to the new accounts under clause (i) of this sub-paragraph, such 
remaining deposit liabilities shall be payable in full, and the amount representing 
such excess shall be distributed among the shareholders of the transferor bank 
an proportion to the amounts paid by them on their shares in that bank in the 
manner indicated in sub-clause (b). and the amount representing the difference 
between the book value of the paid-up capital and reserves of the transferor 
bank immediately before the prescribed date and the excess as aforesaid shall be 
treated as a provision for bad and doubtful debts and depreciation in other assets 
oi that bank. 

(b) As soon as the amount due to the shareholders of the transferor bank has 
am<mnt et due 1 to e him he and anSferee bank sha11 notify to each such shareholder the 

(aa) if within one month of the despatch of the notice a shareholder of 
the transferor bank asks for the disbursement of the amount due in 
cash, or partly in cash and partly by way of shares in the transferee 
bank, the transferee bank shall disburse the amount due accordingly, 
ana 

(bb) if during the aforesaid period of one month a shareholder has not 
indicated his preference as to the mode of payment, or has asked 
for the payment to be made in any other form, the amount due to 
him may be disbursed by the transferee bank in cash. 

Provided that for the purposes of the payment by way of shares in the trans¬ 
feree bank m the manner referred to in this clause, each share in the transferee 
bank of Rs. 100 fully paid up shall be valued at such rate as may be determined 
by the Reserve Bank of India and provided also that the balance, if any, after 
disbursing to a shareholder the requisite number of shares, shall be paid to him 

Provided further that if the amount due to a shareholder is less than that 
required for allotment to him of one share, the amount shall be paid to him by 
the transferee bank in cash. y 


(c) If the value of the assets of the transferor bank as determined under 
paragraph (4), after _providing for the amounts required to meet the liabilities 
mentioned m sub-paragraph (I) and the liabilities in respect of the new accounts 
opened under clause (i) of this sub-paragraph, is less than the amount of the 
remaining deposit liabilities of the transferor bank, as referred to in sub-clause 
(a) above, such remaining deposits liabilities shall be reduced pro rata, in such 
L^w ne k th ^« the tota l amount of such liabilities after the reduction shall be 
d , lff , e rence between the value of the assets a s determined under para-* 
E P S„ (4 2 th ! a moun ts required to meet the liabilities mentioned in sub- 
paragraph (I) and clause ( 1 ) of this sub-paragraph. 

(iii) The amount of the reduction in the deposit liabilities in accordance with 
toe provisions of sub-clause (c) of clause (ii) shall be treated as a provision fo? 
bad and doubtful debts and depreciation m other assets, and shall be treated or 
taken over as such by the transferee bank. ireaiea or 



-SEC. S (ii)] 


THE GAZETTE OF INDIA EXTRAORDINARY 


695 


(iv) In order to provide for the payment of the deposit liabilities referred to 
in clause (ii) of this sub-paragraph, after the adjustments referred to in that 
clause, the transferee bank shall, in respect of every savings bank or current 
account or any other deposit including a fixed deposit, cash certificate, monthly 
deposit, deposit payable at call or short notice, or any other deposit by whatever 
name called, with the transferor bank, open with itself, on the prescribed date, 
a corresponding and similar account, in the name of the respective holder(s) 
thereof, this account being independent of the new account mentioned in clause 
<i) of this sub-paragraph, and credit thereto the balance which may be available 
for the purpose, and thereafter the entire balance credited in accordance with 
the provisions of this clause shall be payable in full. 

(6) Notwithstanding anything to the contrary contained in any contract, 
express or implied, no interest shall accrue on account of a deposit or other 
liability in any account mentioned in paragraph (5) after the 17th December 1960 
and interest shall be paid only in respect of the new accounts opened with the 
transferee bank in terms of and credited in accordance with the provisions of 
that paragraph and only at such rates as the transferee bank may allow. 

(7) (i) The transferee bank shall, as soon as may be after the prescribed date, 
call upon every person who on the prescribed date was registered as the holder 
of a share in the transferor bank (or who would have b:en entitled to be so 
registered) to pay within three months from such date as may be specified, the 
uncalled amount remaining unpaid by him in respect of any such share and the 
calls in arrears, if any, and the transferee bank shall take all available steps 
having regard to the circumstances of each case to demand and enforce the pay¬ 
ment of the amounts due under this paragraph together with interest at six per 
cent per annum for the period of the default. 

(ii) The transferee bank shall in addition take all available steps having regard 
to the circumstances of each case to demand and enforce the payment of the 
amounts, if any, awarded as damages by the High Court against any promoter, 
director, manager or other officer of the transferor bank under section 45L of 
the Banking Companies Act read with section 45H thereof and also with section 
543 of the Companies Act, 1956. 

(iii) The transferee bank shall-pay the balance, if any, which may be avail¬ 
able from out of the contingent liabilities as reckoned for purpose of this scheme 
after thf extent of such liabilities has been finally ascertained, and the amounts, 
if any, recovered by it under clause (i) and (ii) of the paragraph after deductmg 
therefrom the expenditure incurred for that purpose into a suspense account to 
be utilised in the manner indicated in clause (v) of this paragraph. 

(iv) On the expiry of six years from the prescribed date, the transferee bank 
shall, in consultation with and with the approval of the Reserve Bank of India, 
value the assets which have on the prescribed date been valued provisionally and 
the advances including bills purchased and discounted, book debts and sundry 
assets, if any, which, in accordance with the provisions of paragraph (4) of this 
scheme have on the prescribed date been valued at less than their book value, 
and which remain unrealised on the books of the transferee bank, having regard 
to the realisations on account of the said assets, the nature of the securities avail¬ 
able and other relevant considerations. If the aggregate of the value so arrived 
at and the amounts realised during the said period of six years, in respect of the 
aforesaid assets (after deducting from such realisations the expenditure incurred 
for the purpose of making the estimate and the realisations) exceeds the value 
at which the relative assets, including advances, were taken over on the prescribed 
date, such excess shall be available for distribution in terms of the succeeding 
clause. 

(v) The transferee bank shall as soon as the valuation referred to in clause 
(iv) of this paragraph has been completed, make out of the amounts available in 
the suspense account mentioned in clause (iii). and out of the amounts available 
for distribution in terms of clause (iv), the following adjustment or payments, 
namely, 

(a) the transferee bank shall in the first instance transfer to itself, as its 
income or otherwise, an amount equal to the shortfall, if any, in -the 
value of the assets which on the prescribed date have been valued 
provisionally and the advances including the bills discounted and 
purchased, book debts and sundry assets, if any, which in accordance 
with the provisions of paragraph (4) of this scheme have on the 
prescribed date been valued at less than their book value, the amount 
of the ^ said shortfall being estimated as the deficiency, if any, in the 
valuation of the said items on the date of the said adjustment as 
compared with their valuation on the prescribed date; 
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(b) the transferee bank shall thereafter make payments in the following 
order: 

(aa) in the first place, to the depositors pro rata whose deposits have 
been reduced in accordance with the provisions of sub-clause (c) 
of clause (ii) of sub-paragraph'(II) of paragraph (5); and there¬ 
after, 

(bb) to the shareholders of the transferor bank, whose right or title to a 
share, or to the value represented by a share in the transferor bank 
immediately before the prescribed date, has been adjusted in 
accordance with the provisions of this scheme: 

Provided that the payment in the case of each depositor shall not exceed the 
amount oi the total reduction in his account (without application of interest) 
in accordance with the provisions of sub-clause (c), of clause (ii) of sub-para¬ 
graph (II) of paragraph (5) and the payment in the case of each shareholder 
shall be in proportion to the amounts paid by him on his old shares less the 
amount disbursed to him in cash or by allotment or transfer of shares in the 
transferee bank in terms of clause (ii) of sub-paragraph (II) of paragraph (5): 

Provided further that the transferee bank shall make the payments referred 
to in sub-clause (aa) above; 

(i) if the corresponding or similar account mentioned in clause (iv) of 

sub-paragraph (II) of paragraph 5 has not been closed or has not 
matured for payment, by credit to that account; and 

(ii) if the said account has been closed or has matured for payment, in 

cash: 

Provided further that the transferee bank shall give to any shareholder to 
whom payment may be due in accordance with the provisions of this clause, such 
reasonable notice, not exceeding three months and not being less than one month 
as it may consider appropriate, of the payment being due, and 

(a) if during the period of this notice, a request has not been received in 

writing for the payment of the amount due in cash and if the amount 
of the payment due is also not less than the price of the share as 
determined by the Reserve Bank, the transferee bank shall allot to 
the payee a share or shares in the transferee bank to the extent 
possible, and disburse in cash the balance, if any, of the amount 
which may be due; and 

(b) if the conditions mentioned in sub-clause (a) above are not fulfilled,. 

the transferee bank shall disburse the amount in cash: 

Provided further that the allotment of the shares or the payments aforesaid 
shall in each case be made before the end of six months from the date on which 
notice of the payment falling due is deemed to have been served in accordance 
with the provisions of this scheme. 

(8) For the purpose of the allotment to the shareholders of the transferor bank 
of shares in the transferee bank in terms of the foregoing paragraphs 

(i) the issued capital of the transferee bank shall be deemed to have been 

increased and it shall also be lawful for the transferee bank to issue 
the shares to such an extent as may be necessary; or 

(ii) an amount equivalent to the value of the shares of the transferee bank 

which are to be issued in pursuance of the provisions of this scheme 
shall be paid by the transferee bank in cash to the State Bank of 
India and m consideration of the amount so paid, the State Bank of 
India shall, out of the shares held by it in the transferee bank, trans¬ 
fer shares of an equivalent amount. 


(9) Notwithstanding anything contained in the foregoing paragraphs, the, 
allotment of shares under this scheme shall not be manner made in such a manner 
that— 


(i) the State Bank of India holds at any time less than fifty five per cent 
of the issued capital of the transferee bank; or 
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(ii) any person other than the State Bank of India, a State Government, a 
Corporation, an insurer as defined in the Insurer Act, 1898, a local 
authority, a co-operative society or a trustee of a public or private 
religious or charitable trust, comes to be registered as a shareholder, 
whether in his own name or jointly with any other person, of more 
than two hundred shares in the transferee bank; and for securing 
the above, the number of shares issuable to any person under this 
scheme, shall if necessary, be reduced proportionately, payment being 
made in cash instead of in shares to that extent. 

(10) The term pro rata occurring in the foregoing paragraphs of this scheme 
shall mean in proportion to the respective amounts remaining due at the time 
of the payment or distribution. 

(11) No depositor or other creditor of the transferor bank shall be entitl d 
to make any "demand against the transferor bank or the transferee bank in 
respect of any liability of the transferor bank to him except to« the extent pro¬ 
vided for by this scheme. 

(12) No suit or other legal proceedings shall lie against the Central Govern¬ 
ment, the Reserve Bank of India or the transferee or the transferor banks for 
anything which is in good faith done or intended to be done in pursuance of this 
scheme. 

(13) All the employees of the transferor bank other than those specified in the 
schedule referred to in the succeeding paragraph shall continue in service and be 
deemed to have been appointed by the transferee bank at the same remuneration 
and on the same terms and conditions of service' as were applicable to such 
employees immediately before the 18th December, 1960. 

Provided that where any employee of the transferor bank who has by notice in 
writing given to the transferee bank at any time before the expiry of one month 
next following the date on which this scheme has been sanctioned by the Central 
Government intimated his intention of not becoming an employee of the transferee 
bank, he shall be entitled to the payment of such compensation, if any, under 
the provisions of the Industrial Disputes Act, 1947, and such pension, gratuity, 
provident fund and other retirement benefits as may b^ ordinarily admissible 
under the rules or authorisations of the transferor bank immediately before the 
18th December, 1960. 

Provided further that the transferee bank shall in respect of the employees 
of the transferor bank who are deemed to have been appointed as employees of 
the transferee bank be deemed also to have taken over liability for the payment 
of retrenchment compensation in the event of their being retrenched while in 
the service of the transferee bank, on the basis that their service has been conti¬ 
nuous and has not been interrupted by their transfer to the transferee bank. 

(14) The persons specified in the schedule annexed to this scheme shall, on 
the prescribed date, cease to be the employees o c the transferor bank, and not¬ 
withstanding anything contained in any law for the time being in force 
or any agreement or contract, the persons so specified shall be entitled to and 
only to such pension, gratuity, provident fund and other retirement benefits as 
may be ordinarily admissible to them under the rules or authorisations of the 
transferor bank immediately before the 18th December, 1960. 

Provided that the compensation if any for the loss of employment, so far as 
it relates to the unexpired portion of any contract of service, shall be such and 
only such as may be determined by the Reserve Bank (whose determination shall 
be final and binding) and 

Provided further that nothing herein shall be deemed to prevent the transferee 
bank from re-employing any person whose name has been specified in the schedule 
annexed to this scheme in such capacity and on such terms and conditions as 
the transferee bank may deem fit. 

(15) The transferee bank shall, on the expiry of a period not longer than three 
years from the date this scheme is sanctioned, pay or grant to the employees 
of the transferor bank the same remuneration and the same terms and conditions 
of service as are applicable to the employees of the corresponding rank or status 
of the transferee bank, subject to the qualifications and experience of the said 
employees of the transferor bank being the same as or equivalent to those of 
such other employees of the transferee bank. 

Provided that if any doubt or difference arises as to whether the qualifications 
or experience of the said employees are the same as or equivalent to the 
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qualifications and experience of the other employees of corresponding rank or 
status of the transferee bank or as to the procedure or principles to be adopted 
for the fixation of the pay of the employees in the scales of pay of the transferee 
bank, the doubt or difference shall be referred to the Reserve Bank of India 
whose decision thereon shall be final. 

(16) The trustees or administrators of the provident fund constituted for the 
employees of the transferor bank or the transferor bank as the case may be 
shall on or as soon as possible after the prescribed date transfer to the trustees 
of the employees provident fund constituted for the transferee bank or otherwise 
as the transferee bank may direct, all the monies and investments held in trust 
for the benefit of the employees of the transferor bank: 

Provided however that such latter trustees shall not be liable for any deficiency 
in the value of investments, or in respect of any act, neglect, or default done 
before the prescribed date. 

(17) The transferee bank shall submit to the Reserve Bank of India such 
statements and information as may be required by the Reserve Bank of India 
from time to time regarding the implementation of this scheme. 

(18) Any notice or other communication required to be given by the trans¬ 
feree shall be considered to be duly given if addressed and sent by pre-paid 
ordinary post to the addressee at the address registered in the books of the 
transferor bank, until a new address is registered in the books of the transferee 
bank, and such notice shall be deemed to be served on the expiiy of forty eight 
hours after it has been posted. Any notice or communication which is of general 
interest, shall be advertised in addition to one or more daily newspapers which 
may be in circulation at the places where the transferor bank was transacting its 
business. 

(19) If any doubt arises in interpreting any of the provisions of this scheme, 
the matter shall be referred to the Reserve Bank of India and their opinion 
shall be conclusive and binding on both the transferee and transferor banks, and 
also on all the members, depositors and other creditors and employees of each 
of those banks, and on any other persons having any right or liability in relation 
to any of those banks. 

(20) If any difficulty arises in giving effect to the provisions of this scheme, 
the Central Government may issue to the transferor and transferee banks or to 
either of them such directions not inconsistent with this scheme as may appear to 
the Central Government, after consulting the Reserve Bank of India, to be 
necessary or appropriate for the purpose of removing the difficulty. 

Schedule attached to and forming part of the scheme for the reconstruction and 
amalgamation of the Kottayam Orient Bank as sanctioned by the Central 
Government under sub-section (7) of section 45 of the Banking Companies 
Act (10 of 1949) 


Names of the employees 


Designation in the transferor bank 


1. Shri Areekal Ipe Ittyipe 
2. Shri Kaduthodil Pothen Mathew 

3,. Shri Koottiparampil Chandy 
Joseph 

4. Shri Puthenpurackal Kora Ipe 

5. Shri Munduchirackal Abraham 
Kurian 


Chairman. 

Managing Director. 
Secretary. 

General Manager. 

Agent (Vaikom Branch). 


[No. P. 4(134)-BC/60/I.] 

S.O. 1103.—Whereas on the application of the Reserve Bank of India under 
sub-section (1) of section 45 of the Banking Companies Act, 1949 (Act 10 of 
1949) the Central Government has made an order of moratorium in respect of 
the Bank of New India Ltd., Trivandrum, under sub-section (2) of the said 
section. 

And whereas the Reserve Bank of India in exercise of the powers conferred 
by sub-section (4) of section 45 of the said Act has prepared a scheme for the 
amalgamation of the Bank of New India Ltd. .with the State Bank of Travan- 
core. 
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And whereas the Reserve Bank after having sent the said scheme in draft 
to the banking institutions concerned in accordance with the provisions of sub¬ 
section (6) of the said section and after having considered the suggestions and 
objections received in regard to the said scheme has modified that scheme and 
forwarded it to the Central Government for sanction. 

Now, therefore, in exercise of the powers conferred by sub-section (7) of 
section 45 of the said Act, the Central Government hereby sanctions the scheme 
on and subject to the terms and conditions hereinafter mentioned. 

(1) The Bank of New India Ltd. shall be the transferor bank and the State 
Bank of Travancore shall be the transferee bank. 

(2) As from the date which the Central Government may specify for this 
purpose under sub-section (7) of section 45 of the said Act (hereinafter referred 
to as the prescribed date) all rights, powers, claims, demands, interests, autho¬ 
rities, privileges, benefits, assets and properties of the transferor bank, movable 

'and immovable, including premises subject to all incidents of tenure and to the 
rents and other sums of money and covenants reserved by or contained in the 
leases or agreements under which they are held, all office furniture, loose equip¬ 
ment, plant, apparatus and appliances, books, papers, stocks of stationery, other 
stocks and stores, all investments in stocks, shares and securities, all bills receiv¬ 
able in hand and in transit, all cash in hand and on current or deposit account 
(including money at call or short notice) with banks, bullion, all book debts, 
mortgage debts and other debts with the benefit of the securities, or any 
guarantee therefor, all other, if any property rights and assets of every descrip¬ 
tion including all rights of action and benefit of all guarantees in connection with 
the business of the transferor bank shall, subject to the other provisions of this 
scheme, stand transferred to, and become the properties and assets of, the trans¬ 
feree bank; and as from the prescribed date all the liabilities, duties and obliga¬ 
tions of the transferor bank shall be and shall become the liabilities, duties and 
obligations of the transferee bank to the extent and in the manner provided 
hereinafter. 


Without prejudice to the generality of the foregoing provisions all contract^ 
deeds, bonds, agreements, powers of attorney, grants of legal representation and 
other instruments of whatever nature subsisting or having effect immediately 
before the prescribed date shall be effective to the extent and m the manner 
hereinafter provided against or in favour of the transferee bank and may be 
acted upon as if instead of the transferor bank the transferee bank had been 
a party thereto or as if they had been issued in favour of the transferee bank. 

If on the prescribed date any suit, appeal or other legal proceeding of what¬ 
ever nature by or against the transferor bank is pending, the same shall no 
abate, or be discontinued or be in any way prejudicially affected, but shall, 
subject to the other provisions of this scheme, be prosecuted and enforced by 
or against the transferee bank. 

If the transferor bank was acting immediately before the prescribed date as 
a foreman in resoect of any kuri or chitty as defined m the Travancore Chitties 
Act (XXVI of 1120) or the Cochin Kuries Regulation (VII of 1107) the rights, 
duties and obligations in relation to the kuri or chitty shall be regulated m 
accordance with the following provisions, namely, 

(i) the transferee bank shall become the foreman of the kuri °r .chitty 
1 and shall continue to exercise all powers and to do all such acts 
and things as would have been exercised or done by the trans¬ 
feror bank, in so far as they are not inconsistent with this scheme; 

fin the funds if any, of the kuri or chitty lent to or deposited with the 
(U) transferor bank, or otherwise due from that bank to the kuri or 
chitty s hall be transferred to the transferee bank and the habi- 
S y corresponding to such funds shad also he payable by toe 
transferee bank m accordance with the other provisions or inis 

scheme; 

if rm the nrescribed date the transferor bank in its capacity as toe 
( 111 ) if on tne prescnoeu ^nnsited anv security for toe 


§? it was" intended, hut shall Jjf and to toe 

extent that it is subsequently released be transferred to and vert 
in the transferee bank provided that the said security or as the case 
may be the surplus, if any, after providing for the discharge of the 
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duties or obligations in respect of a kuri or chitty shall be valued 
smd utilised for the purpose of this scheme. 

If according to the laws of any country outside India the provisions of this 
scheme, by themselves, are not effective to transfer or vest any asset or liabi¬ 
lity situated in that country which forms part of the undertaking of the trans¬ 
feror bank to or in the transferee bank, the affairs of the transferor bank in 
relation to such asset or liability shall, on the prescribed date, stand entrusted 
to the chief executive officer for the time being of the transferee bank and the 
chief executive officer may exercise all powers and do all such acts and things 
as would have been exercised or done by the transferor bank for the purpose 
of effectively winding up its affairs. The chief executive officer shall take all 
such steps as may be required by the laws of any such country outside India for 
the purpose of effecting such transfer or vesting and in connection therewith 
the chief executive officer may, either himself or through any person autho¬ 
rised by him in this behalf, realise any asset or discharge any liability of .the 
transferor bank and transfer the net proceeds thereof to the transferee bank. 

(3) The books of the transferor bank shall be closed and balanced and a 
balance sheet prepared in the first instance as at the close of business on the 
17th December 1960 .and thereafter as at the close of business on the day imme¬ 
diately preceding the prescribed date and the balance sheets shall be got audited 
and certified by a Chartered Accountant or a firm of Chartered Accountants 
approved or nominated by the Reserve Bank of India for the purpose. 

A copy each of the balance sheets of the transferor bank, prepared in accord¬ 
ance with the provisions of the foregoing paragraph, shall be filed by the trans¬ 
feror bank with the Registrar of Companies as soon as possible after it has been 
received and thereafter the transferor bank shall not be required to prepare 
balance sheets or profit and loss accounts or to lay the same before its members 
or file copies thereof with the Registrar of Companies. 

(4) I. The transferee bank shall, in consultation with the transferor bank, 
value the property and assets and reckon the liabilities of the transferor bank 
in accordance with the following provisions, namely, 

(a) Investments including Government securities shall be valued at the 
market rates prevailing on the day immediately preceding the prescribed -date 
provided that the securities of the Central Government such as Post Office certi¬ 
ficates, Treasury Savings Deposit Certificates and any other securities or certifi¬ 
cates issued under the small savings scheme of the Central Government shall 
he valued at their face value or the encashable value as on the said date, which¬ 
ever is higher. 

(b) Where the market value of any Government security such as the Zamin- 
dari abolitition bonds or other similar security in respect of which the principal 
is payable in instalments, is not ascertainable or is, for any reason, not consi¬ 
dered' as reflecting the fair value thereof or as otherwise appropriate, the security 
shall be valued at such an amount as is considered reasonable having regard 
to the instalments of principal and interest remaining to be paid, the period 
during which such instalments are payable, the yield of any security, issued by 
tbe Government to which the security pertains and having the same or appro¬ 
ximately the same maturity and other relevant factors. 

(c) Where the market value of any security, share, debenture, bond or other 
investment is not considered reasonable by reason of its having been affected 
by abnormal factors, the investment may be valued on the basis of its average 
market value over any reasonable period. 

(d) Where the market, value of any security, share, debenture, bond or other 
investment is not ascertainable, only such value, if any, shall be taken into 
account as is considered reasonable having regard to the financial position of the 
issuing concern, the dividends paid by it during the preceding five years and 
other relevant factors. 

(e) Premises and all other immovable proprties and any assets acquired in 
satisfaction of claims shall be valued at their market value. 

(f) Furniture and fixtures, stationery in stock and other assets, if any, shall 

be valued at the written down value as per books or the realisable value as 
may be considered reasonable. > 

(g) Advances including bills purchased and discounted, book debts and 
sundry assets shall be scrutinised by the transferee bank and taken into account 
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for the purpose of valuation to the extent to which they are reasonably consi¬ 
dered recoverable, having regard to the value of the security including guarantees, 
if any, and other relevant considerations. 

II. Liabilities for purposes of this scheme shall include all contingent liabi¬ 
lities which the transferee bank may reasonably be expected or required to 
meet out of its own resources on or after the prescribed date. 

III. Where the valuation of any assets cannot be determined on the prescribed 
date, they may, with the approval of the Reserve Bank of India, be valued 
provisionally, pending a final valuation in terms of paragraph (7)(iv). 

In the event of any disagreement between the transferee bank and the trans¬ 
feror bank as regards the valuation of any asset or the determination of any 
liability, the matter shall be referred to the Reserve Bank of India whose opinion 
shall be final. 

It shall be competent for the Reserve Bank in the event of its becoming 
necessary to do so, to obtain such technical advice as it may consider to be 
appropriate in connection with the valuation of any such item of assets or deter¬ 
mination of any such item of liability, and the cost of obtaining such advice 
shall be payable in full out of the assets of the transferor bank. 

The valuation of the assets and the determination of the liabilities in accord¬ 
ance with the foregoing provisions shall be binding on both the banks and the 
members and creditors thereof. 

(5) In consideration of the transfer of the property and the assets of the 
transferor bank to the transferee bank, the transferee bank shall discharge the 
liabilities of the transferor bank to the extent mentioned in this and the succeed¬ 
ing sub-paragraph. 

(I) The outside liabilities other than deposits as on the prescribed date shall; 
be paid or provided for in full. 

(II) (i) In respect of every savings bank account or current account or any 
other deposit including a fixed deposit, cash certificate, monthly deposit, deposit 
payable at call or short notice, or any other deposit by whatever name called, 
with the transferor bank, as at the close of business on the 17th December I960* 
the transferee bank shall open with itself on the prescribed date a correspond¬ 
ing and similar account in the name of the respective holder (s) thereof, credit¬ 
ing thereto the balance standing to the credit of the account including interest, 
if any, due up to the close of business on the 17th December 1960 or a sum of 
rupees two hundred and fifty, whichever may be less, less the amount, if any, 
paid during the period of moratorium, and thereafter the balance so credited 
in respect of any such new account shall be payable in full. 

(ii) For the purposes of adjusting the other deposit liabilities and the paid- 
up capital and reserves of the transferor bank, the following procedure shall 
be adopted. 

(a) If the value of the assets of the transferor bank as determined under 
paragraph (4) after providing for the amounts required to meet the liabilities 
mentioned in sub-paragraph (I) and the liabilities in respect of the new accounts 
mentioned in clause (i) of this sub-paragraph, exceeds the deposit liabilities 
including interest computed up to the 17th December 1960 excluding therefrom 
the payments made during the moratorium period and the further amounts, if 
any, transferred to the new accounts under clause (i) of this sub-paragraph, 
such remaining deposit liabilities shall be payable in full, and the amount repre¬ 
senting such excess shall be distributed among the shareholders of the transferor 
bank in proportion to the amounts paid by them on their shares in that bank 
in the manner indicated in sub-clause (b) and the amount representing the 
difference between the book value of the paid-up capital and reserves of the 
transferor bank, immediately before the prescribed date and the excess as afore¬ 
said shall be treated as a provision for bad and doubtful debts and depreciation 
in the other assets of that bank. 

(b) As soon as the amount due to the shareholders of the transferor bank 

has been determined, the transferee bank shall notify to each such shareholder 
the amount due to him, and— i ' 

(aa) if within one month of the despatch of the notice a shareholder of 
the transferor bank asks for the disbursement of the amount due in 
cash, or partly in cash and partly by way of shares in the transferee- 
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bank, the transferee bank shall disburse the amount due accord¬ 
ingly, and 

(bb) if during the; aforesaid period of one month a shareholder has not 
indicated his preference as to the mode of payment, or has asked 
for the payment to be made in any other form, the amount due to 
him may be disbursed by the transferee bank in cash: 


Provided that for the purposes of the payment by way of shares in the trans¬ 
feree bank in the manner referred to in this clause, each share in the transferee 
hank of Rs. 100/- fully paid up shall be valued at such rate as may be deter¬ 
mined by the Reserve Bank of India and provided also that the balance, if any, 
after disbursing to a shareholder the requisite number of shares, shall be paid 
to him in cash: 


Provided further that if the amount due to a shareholder is less than that 
required for allotment to him of one share, the amount shall be paid to him by 
the transferee bank in cash. 


(c) If the value of the assets of the transferor bank as determined under 
paragraph (4), after providing for the amounts required to meet the liabilities 
mentioned in sub-paragraph (1) and the liabilities in respect of the new accounts 
■opened under clause (i) of this sub-paragraph, is less than the amount of the 
remaining deposit liabilities of the transferor bank, as referred to in sub-clause 
(a) above, such remaining deposit liabilities shall be reduced pro rata, in such 
a manndr that the total amount of such liabilities after the reduction shall be 
equal to the difference between the value of the assets as determined under 
paragraph (4) and the amounts required to meet the liabilities mentioned m 
sub-paragraph (I) and clause (i) of this sub-paragraph. 

(iii) The amount of the reduction in the deposit liabilities in accordance 
with the provisions of sub-clause (c) of clause (ii) shall be treated as a pro¬ 
vision for bad and doubtful debts and depreciation in other assets, and shall 
be treated or taken over as such by the transferee bank. 


(iv) In order to provide for the payment of the deposit liabilities referred 
to in clause (ii) of this sub-paragraph, after the adjustments referred to in that 
clause, the transferee bank shall, in respect of every sayings bank account or 
current account or any other deposit including a fixed deposit, cash certificate, 
monthly deposit, deposit payable at call or short notice, or any other deposit 
by whatever name called, with the transferor bank,, open with itself, on the 
prescribed date, a corresponding and similar account, in the name of the respec¬ 
tive holder (s) thereof this account being independent of the new account men¬ 
tioned in clause (i) of this sub-paragraph and credit thereto the balance which 
may be available for the purpose, and thereafter the entire balance credited m 
accordance with the provisions of this clause shall be payable in full. 

(6) Notwithstanding anything to the contrary contained in any contract, 
express or implied, no interest shall accrue on account of a deposit or other 
liability in any account mentioned in paragraph (5) after the 17th December 
1960 and interest shall be paid only in respect of the new accounts opened with 
the transferee bank in terms of and credited in accordance with the provisions 
of that paragraph and only at such rates as the transferee bank may allow. 

(7) (i) The transferee bank shall, as soon as may be after the prescribed 
date, call upon every person who on the prescribed date was registered as the 
holder of a share in the transferor bank (or who would have been entitled to 
be so registered) to pay within three months from such date as may he specified, 
the uncalled amount remaining unpaid by him in respect of any such share and 
the calls in arrears, if any, and the transferee bank shall take all available steps 
having regard to the circumstances of each case to demand and enforce the pay¬ 
ment of the amounts due under this paragraph together with interest at six 
per cent per annum for the period of the default. 

(ii) The transferee bank shall in addition take all available steps having 
regard to the circumstances of each case to demand and enforce the payment 
of S the amounts, if any, awarded as damages by the High Court against any pro¬ 
moter director manager or other officer of the transferor bank under section 
45L of the Banking Companies Act read with section 45H thereof and also with 
section 543 of the Companies Act, 1956. 

(iii) The transferee bank, shall pay the balance, if any, which may be avail¬ 
able from out of the contingent liabilities as reckoned for purpose of this scheme 
after the extent of such liabilities has been finally ascertained, and the amounts, 
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if any, recovered by it under clauses (i) and (ii) of this paragraph after deduct¬ 
ing therefrom the expenditure incurred for that purpose, into a suspense account 
to be utilised in the manner indicated in clause (v) of this paragraph. 

(iv) On the expiry of six years from the prescribed date, the transferee 
bank shall, in consultation with and with the approval of the Reserve Bank of 
India, value the assets which have on the prescribed date been valued provi¬ 
sionally and the advances including bills purchased and discounted, book debts 
and sundry assets, if any, which, in accordance with the provisions of para¬ 
graph (4) of this scheme have on the prescribed date been valued at less than 
their book value, and which remain unrealised on the books of the transferee 
bank, having regard to the realisations on account of the said assets, the nature 
of the securities available and other relevant considerations. If the aggregate 
of the value so arrived at and the amounts realised, during the said period of six 
years, in respect of the aforesaid assets (after deducting from such realisations 
the expenditure incurred for the purpose of making the estimate and the realisa¬ 
tions) exceeds the value at which the relative assets, including advances, were 
taken over on the prescribed date, such excess shall be available for distribu¬ 
tion in terms of the succeeding clause. 

(v) The transferee bank shall as soon as the valuation referred to in 
clause (iv) of this paragraph has been completed, make out of the amounts 
available in the suspense account mentioned in clause (iii), and out of the 
amounts available for distribution in terms of clause (iv), the following adjust¬ 
ment or payments, namely, 

(a) the transferee bank shall in the first instance transfer to itself, as its 

income or otherwise, an amount equal to the shortfall, if any, m 
the value of the assets which on the prescribed date have been 
valued provisionally and the advances including the bills discounted 
and purchased, book debts and sundry assets, if any, which in 
accordance with the provisions of paragraph (4) of this scheme 
have on the prescribed date been valued at less than their book 
value, the amount of the said shortfall being estimated as the defi¬ 
ciency, if any, in the valuation of the said items on the date of 
the said adjustment as compared with their valuation on the pres¬ 
cribed date; 

(b) the transferee bank shall thereafter make payments in the following 

order: I 

(aa) in the fust place, to the depositors pro rata whose deposits have 
been reduced in accordance with the provisions of sub-clause 

(c) of clause (ii) of sub-paragraph (II) of paragraph (5); and 
thereafter, 

(bb) to the shareholders of the transferor bank, whose right or title 
to a share, or to the value represented by a share in the trans¬ 
feror bank, immediately before the prescribed date, has been 
adjusted in accordance with the provisions of this scheme: 

Provided that the payment in the case of each depositor shall not exceed 
the amount of the total reduction in his account (without application of interest) 
in accordance with the provisions of sub-clause (c) of clause (ii) of sub-para¬ 
graph (II) of paragraph (5) and the payment in the case of each shareholder 
shall be in proportion to the amounts paid by him on his old shares less the 
amount disbursed to him in cash or by allotment or transfer of shares in the 
transferee bank in terms of clause (ii) of sub-paragraph (II) of paragraph (5): 

Provided further that the transferee bank shall make the payments referred 
to in sub-clause (aa) above: 

(i) if the corresponding or similar account mentioned in clause (iv) of 

sub-paragraph (II) of paragraph 5 has not been closed or has not 
matured for payment, by credit to that account; and 

(ii) if the said account has been closed or has matured for payment, in 

cash: 

Provided further that the transferee bank shall give to any shareholder to 
whom payment may be due in accordance with the provisions of this clause, 
such reasonable notice, not exceeding three months and not being less than one 
month as it may consider appropriate, of the payment being due, and 

(a) if during the period of this notice, a request has not been received 
in writing for the payment of the amount due in cash and if the 
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amount of the payment due is also not less than the price of the 
share as determined by the Reserve Bank, the transferee bank shall 
allot to the payee a share or shares in the transferee bank to the 
extent possible, and disburse in cash the balance, if any, of the 
amount which may be due; and 

(b) if the conditions mentioned in sub-clause (al above are not fulfilled, 
the transferee bank shall disburse the amount in cash; 

Provided further that the allotment of the shares or the payments aforesaid 
shall in each case be made before the end of six months from the date on which 
notice of the payment falling due is deemed to have been served in accordance 
with the provisions of this scheme. 

(8) For the purpose of the allotment to the shareholders of the transferor 
hank of shares in the transferee bank in terms of the foregoing paragraphs— 

(i) the issued capital of the transferee bank shall be deemed to have 

been increased and it shall also be lawful for the transferee bank 
to issue the shares to such an extent as may be necessary; or 

(ii) an amount equivalent to the value of the shares of the transferee 

bank whidh are to be issued in pursuance of the provisions of this 
scheme shall be paid by the transferee bank in cash to the State 
Bank of India ana in consideration of the amount so paid, the State 
Bank of India shall, out of the shares held by it in the transferee 
bank, transfer shares of an equivalent amount. 

(9) Notwithstanding anything contained in the foregoing paragraphs, allot¬ 
ment of shares under this scheme shall not be made in such a manner that— 

(i) the State Bank of India holds at any time less than fifty-five per cent 

of the issued capital of the transferee bank; or 

(ii) any person other than the State Bank of India, a State Government, 

a Corporation, an insurer as defined in the Insurance Act, 1938, a 
local authority, a co-operative society or a trustee of a public or 
private religious or charitable trust, comes to be registered as a 
shareholder, whether in his own name or jointly with any other 
person, of more than two hundred shares in the transferee bank; 
and for securing the above, the number of shares issuable to any 
person under this scheme, shall, if necessary, be reduced propor¬ 
tionately, payment being made in cash instead of in shares to that 
extent. 

(10) The term pro rata occurring in the foregoing paragraphs of this scheme 
-shall mean in proportion to the respective amounts remaining due at the time 
of the payment or distribution. 

(11) No depositor or other creditor of the transferor bank shall be entitled 
to make any demand against the transferor bank or the transferee bank in res¬ 
pect of any liability of the transferor bank to him except to the extent provid- 
-ed for by this scheme. 

(12) No suit or other legal proceedings shall lie against the Central Govern¬ 
ment the Reserve Bank of India or the transferee or the transferor bank for 
anything which is in good faith done or intended to be done in pursuance of 
this scheme. 

(13) All the employees of the transferor bank other than Shri Kandathil 
Eapen Cherian, its General Manager shall continue in service and be deemed 
to have been appointed by the transferee bank at the same remuneration and 
on the same terms and conditions of service as were applicable to such employees 
immediately before the 18th December 1960. 

Provided that where any employee of the transferor bank who has by notice 
in writing given to the transferee bank at any time before the expiry of one 
month following the date on which this scheme has been sanctioned by the Central 
■Government intimated his intention of not becoming an employee of the tians- 
feree bank, he shall be entitled to the payment of such compensation, if any, 
under the provisions of the Industrial Disputes Act, 1947, and such pension, 
gratuity, provident fund and other retirement benefits as may be ordinarily 
admissible under the rules or authorisations of the transferor bank immediately 
before the 18th December 1960. 

Provided further that the transferee bank shall in respect of the employees 
<of the transferor bank who are deemed to have been appointed as employees of 
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the transferee bank be deemed also to have taken over liability for the payment 
of retrenchment compensation in the event o' their being retrenched while m the 
service of the transferee bank, on the basis that their service has been continuous 
and has not been interrupted by their transfer to the transferee bank. 

(14) Shri Kandathil Eapen Cherian, shall, on the prescribed date, cease to be 
the employee of the transferor bank, and notwithstanding anything contained in 
any law for the time being in force or any agreement or contract, shall be entitled 
to and only to such pension, gratuity, provident fund and other retirement benefits 
as may be ordinarily admissible to him under the rules or authorisations of the 
transferor bank immediately before the 18th December 1960: 

Provided that the compensation if any for the loss of employment, so far as 
it relates to the unexpired portion of any contract of service, shall be such and 
only such as may be determined by the Reserve Bank (whose determination shall 
be final and binding) and 

Provided further that nothing herein shall be deemed to prevent the transferee 
bank from re-employing the said Shri Kandathil Epaen Cherian in such capacity 
and on such terms and conditions as the transferee bank may deem fit. 

(15) The transferee bank shall, on the expiry of a period not longer than three 
years from the date this scheme is sanctioned pay or grant to the employees of 
the transferor bank the same remuneration and the same terms and conditions 
of service as are applicable to the employees of the corresponding rank or status 
of the_ transferee bank, subject to the qualifications and experience of the said 
employees of the transferor bank being the same as Or equivalent to those of such 
other employees of the transferee bank: 

Provided th„at if any, doubt or difference arises as to whether the qualifications 
or experience of the said employees are the same as or equivalent to the qualifica¬ 
tions and experience of th - other employees of corresponding rank or status of 
the transferee bank or as to the procedure or principles to be adopted for the 
fixation of the pay of the employees in the scales of pay o* the transferee bank, 
the doubt or difference shall be referred to the Reserve Bank of India whose 
decision thereon shall be final. 


(16) The trustee or administrators of the provident fund constituted for the 
employyes of the transferor bank or the transferee bank as the cas° may be 
shall on or as soon as possible after the prescribed date transfer to the trustees 
of the employees provident fund constituted for the transferee bank or otherwise 
as the transferee bank may direct, all the monies and investments held in trust 
for the benefit of the employees of the transferor bank: 

Provided, however, that such latter trustees shall not be liable for any 
deficiency in the value of investments, or in respect of any act, neglect, or default 
done before the prescribed date. 


(17) The transferee bank shall submit to the ’Reserve Bank of India such 
statements and information as may be required by the Reserve Bank of India 
from time to time regarding the implementation of this scheme. 


(18) Any notice or other communication required to be given by the trans¬ 
feree .bank shall be considered to be duly given if addressed and sent by pre-paid 
ordinary post to the addresses at the address registered in the books of the 
transferor bank, until a new address is registered in the books of the transferee 
oank, and such notice shall be deemed to be served on the expiry of forty-eight 
hours after it has been posted. Any notice or communication which is of general 
interest, shall be advertised in addition in one or more dailv newspapers which 
business m circu ^ a ^ 10n a ^ Peaces where the transferor bank was transacting its 


If a ? y d ? ubt ? rise s i n interpreting any of the provisions of this scheme, 
the matter, shall be referred to the Reserve Bank of India and their opinion shall 
b ® 5 1 ° 1 n £"? s IY? a u d inndmg on both the transferee and transferor banks, and also 
on all the members, depositors and other creditors and employees of each of those 
of "hose banks ^ ° ther persons havin S a ny right or liability in relation to any 

+? n ^ difflc uhy t arises in giving effect to the provisions of this scheme, 
nr iitw Government ls f.ue to ttm transferor and the transferee banks 
tl i en ? £ uch directions not inconsistent with this scheme as may 
?P p c a 5J° Central Government, after consulting the Reserve Bank of India, to 
be necessary or appropriate for the purpose of removing the difficulty. 

ENo. F. 4(184)-BC/60(II).] 
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S.O. .—Whereas on the application of the Reserve Bank of India under sub¬ 
section (1) of section 45 of the Banking Companies Act, 1949 (Act 10 of 1949) the 
Central Government has made an order of moratorium in respect of the Seasia 
Midland Bank Ltd., Alleppey under sub-section (2) of the said section. 

And whereas the Reserve Bank of India in exercise of the powers conferred 
by sub-section (4) of section 45 of the said Act has prepared a scheme for the 
amalgamation of the Seasia Midland Bank Ltd. with the Canara Bank Ltd. 

And whereas the Reserve Bank after having sent the said scheme in draft 
to the banking institutions concerned in accordance with, the provisions ol 
sub-section (6) of the said section and after having considered the suggestions 
and objections received in regard to the said scheme has modified that scheme 
and forwaruea it to the Central Government for sanction. 

Now therefore, in exercise of the powers conferred by sub-section (7) of 
section 45 of the said Act, the Central Government hereby sanctions the scheme 
on and su : the terms and conditions hereinafter mentioned. 

(1) The Seasia Midland Bank Ltd. shall be transferer bank and the Canara 
Bank Ltd. shall be the transferee bank. 

(2) As from the date which the Central Government may specify for this 
purpose under sub-section (7) of section 45 of the said Act (hereinafter ref err 
to as the prescribed date) all rights, powers, claims demands, ’nterests autho- 
rities, privileges, benefits, assets, and properties of the transferor bank movable 
and immovable, including premises subject to all incidents of tenure and to the 
rents and other sums of money and covenants reserved by or contained in the 
leases or agreements under which they are held, all office furniture loose equip¬ 
ment plant, apparatus and appliances, books, papers, stocks or stationery, 
stocks and stores all investments in stocks, shares and securities, all bills receiv¬ 
able in hand and in transit, all cash in hand and on current or deposit account, 
iinrindintr monev at call or short notice) with banks, bullion, all book debts, 

m a* »d ,h Lsrij le iw°iy“«sK 

hereinafter. 

Without prejudice to the generality of the foregoing 

deeds, bonds, agreements, P owers na °^^ to „XsTsti g ne^or havin° effect immediately 
other instruments of whatever nature subsis g and in the manner 

before the prescribed date shall , be effective o t ® gferee bank ant i may be 
hereinafter provided against or m favour of tt transferee bank had been- 

r?a d rty U «ot in afff d thS SSKfi of the transferee bank. 

If on the prescribed date any suit 

nature by or against the Lav prejudiciall^affected, but shall, subject 

S the oJSTpCtetoS of this scheme; be proceeded and enforced by or tea, net 
the transferee bank. 

If the transferor bank was acting immediatelv befoie th ^.^Lore Chitties 
a foreman in respect of any ^ t s atn ^ of 1107) the rights, 

Act (XXVI of .1120) or the p ^Lo ’ to the kuri or chitty shall be regulated m 
duties and “LLAowffig p?o^sions! namely, 

accordance with the followi g P + , foreman of the kuri or chitty 

(i) the transferee bank shaU becom J be and to do all such acts 

and shall continue to exercise s 1 QV done bv th e transfer™ 

toCttieyare not inconsistent with this scheme; 

(ii) ZtZ « Z oi the kuri or diit^nyo 

transferor bank, oi otherwise + ran9 f eree bank and the liabilities 
chitty, shall be + ^"funds shall also be payable by the transferee- 
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(ui) if on the prescribed date the transferor bank m its capacity as the 
ioreman or any kuri or cmtty has aeposited any security for the 
due performance or its duties and oDngations in relation to the 
said kuri or cmtty, the said security shan continue to be available 
lor the purposes ior which it was intended, out shall if and to the 
extent tnat it is subsequently released be transterred to and vest 
in the transferee bank provided that the said security or as the case 
may be the surplus, n any, after providing lor tne discharge of 
the duties or obligations m respect of the kuri or chitty shall be 
valued and utilised for the purposes of this scheme. 


If according to the laws of any country outside India the provisions of this 
scheme, by themselves are not enective to transfer or vest, any asset or liability 
situated in that country which forms part of the undertaking of the transferor 
bank to or m the transferee bank, the aftairs of the transferor bank m relation 
to such asset or liability shall, on the prescribed date, stand entrusted to the 
chief executive oflicer for the time being of the transferee bank and the chief 
executive omcer may exercise all powers and do all such acts and things as 
would have been exercised or done by the transferor bank for the purpose 
of effectively winding up its affairs, 'lhe chief executive officer shall take all 
such steps as may be required by the laws of any such country outside India 
tor the purpose of effecting such transfer or vesting and in connection therewith 
the chief executive officer may, either himself or through any person authorised 
by him in this behalf, realise any asset or discharge any-liability of the trans¬ 
feror bank and transfer the net proceeds thereof to the transferee bank, i 


(3) The books of the transferor bank shall be closed and balanced and a 
balance sheet prepared in the first instance as at the close of business on the 
1/th December, 1960 and thereafter as at the close of business on the day 
immediately preceding the prescribed date and the balance sheets shall be got 
audited and certified by a Chartered Accountant or a firm of Chartered Accoun¬ 
tants approved or nominated by the Reserve Bank of India for the purpose. 


A copy each of the balance sheets of the transferor bank, prepared in accor¬ 
dance with the provisions of the foregoing paragraph, shall be filed by the 
transferor bank with the Registrar of Companies as soon as possible after it 
has been received and thereatter the transferor bank shall not be required to 
prepare balance sheets or profit and loss accounts or to lay the same before 
its members or file copies thereof with the Registrar of Companies. 


(4) I. The transferee bank shall, in consultation with the transferor bank, 
value the property and assets and reckon the liabilities of the transferor bank 
in accordance with the following provisions, namely, 

(a) Investments including Government securities shall be valued at the 
market rates prevailing on the day immediately preceding the prescribed date 
provided that the securities of the Central Government such as Post Office 
Certificates, Treasury Savings Deposit Certificates and any other securities or 
certificates issued under the small savings scheme of the Central Government 
shall be valued at their face value or the encashable value as on the said date, 
whichever is higher. 


(b) Where the market value of any Government security such as the 
Zammdari abolition bonds or other similar security in respect of which the 
principal is payable m instalments, is not ascertainable or is, for any reason, 
not considered as reflecting the fair value thereof or as otherwise appropriate, 
the security shall be valued at such an amount as is considered reasonable having 
regard to the instalments of principal and interest remaining to be paid me 
period during which such instalments are payable, the yield of sewnty 
issued by the Government to which the security pertains and having the same 
or approximately the same maturity and other relevant factors. 

(c) Where the market value of any security, share debenture bond or other 
investment is not considered reasonable by reason of its having been aftecte 
by abnormal factors, the investment may be valued on the basis of its average 

-^market value over any reasonable period. nr n ther 

(d) Where the market value of any security share, debentur^ bond or other 

investment is not ascertainable, only such value, if any, shall be. taken into account 
as is considered reasonable having regard to the hnanc al P an( j other 

concern, the dividends paid by it during the preceding y 
relevant factors. * 



7o8 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part It 


(e) Premises^ and all other immovable properties and any assets acquired 
m satisfaction of claims shall be valued at their market value. 


(f) Furniture and fixtures, stationery in stock and other assets, if any, shall 
be valued at the written down value as per books or the realisable value as 
may be considered reasonable. 


(g) Advances, including bills purchased and discounted, book debts and sundry 
assets will be scrutinised by the transferee banK and taken into account tor 
the purpose of valuation to the extent to which they are reasonably considered 
recoverable, having regard to the value df the security including guarantees, 
if any, and other relevant considerations. 

II. Liabilities for purposes of this scheme shall include all contingent liabili¬ 
ties which the transferee bank may reasonably be expected or required to mee,t 
out of its own resources on or after the prescribed date. 

HI. Where the valuation of any assets cannot be determined on the pres¬ 
cribed date, they may, with the approval of the Reserve Bank ot India, be 
valued provisionally, pending a final valuation in teims of paragraph 7(.iv) 

In the event of any disagreement between the transferee bank and the 
transferor bank as regards the valuation ot any asset or the determination ot any 
liability, the matter shall be referred to the Reserve Bank ot India whose opinion 
shall be final. 


It shall be competent for the Reserve Bank in the event of its becoming 
necessary to do so, to obtain such technical advice as it may comudei to no 
appropriate in connection with the valuation ot any such item of asset or deter¬ 
mination of any such item of liability, and the cost ot obtaining suco auvioe 

shall be payable in full out of the assets oi tne tiansteror bank. 

The valuation of the assets and the determination of the liabilities in accor¬ 
dance with Ihe toregoing provisions shall ne binding on both the banks and .ire 
members and creditors thereof. 

(5) ( 1 ) In consideration of the transler of the property and the assets 01 
the transferor bank to the transferee bums;, the tiaiuteiee bank shah discharge 
in full the deposit and other outside liabilities of tne tiansteror bank. 

(ii) (a) The amount by which the value oL the assets of the transferoi bank 
as determined under paragraph (4) exceeds the deposit liabilities excluding 
therefrom the payments made during the moratorium pened but including in¬ 
terest computed up to the 17th December, 1%0, and the outside liabilities other 

than deposit liabilities, shall be distributed among the shareholders ol the trans¬ 

feror bank m proportion to the amoun s paid Dy them on their shares in that 
bank in the manner indicated in sub-ciause (b), and the amount representing the 
difference between the book value of the paid-up capi al and reseives of the 
transferor bank immediately before the prescribed date and the excess as afoie- 
said shall be treated as a provision for bad and doubtful debts and depreciation 
in other assets of that bank. 

(b) As soon as the amount due to the shareholders of the transferor bank 
has been determined, the transferee bank shall notify to crch such shareholder 
the amount due to him, and. 

(aa) if within one month of the despatch of the notice a shareholder of 
the transferor bank asks for the disbursement of the amount due 
in cash, or partly m cash and partly by way of shares in the trans¬ 
feree bank, the transferee bank shall disburse the amount due ac¬ 
cordingly, and 

(bb) if during the aforesaid period of one month a shareholder has not 
indicated his preference as to the mode of payment, or has asked 
for the payment to be made in any other form, the amount due 
to him may be disbursed by the transferee bank in cash: 


Provided that for the purposes of the payment by way of shares in the transferee 
bank in the manner referred to in this clause, each share in the transferee bank 
of Rs. 50 fully paid up shall be valued at the highest closing price of an equity 
share in the transferee bank as quoted on any recognised stock exchange on or 
immediately before the date on which the notice is issued, or where the equity 
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share of the transferee bank is not quoted on any recognised stock exchange 
at such price as may be determined by the Reserve Bank of India and provided 
also that the balance, if any, after disbursing to a shareholder the requisite 
number of shares, shall be paid to him in cash: 

Provided further that if the amount due to a shareholder is less than that 
required for allotment to him of one share, the amount shall be paid to him 
by the transferee bank in cash. 

(iii) The transferee bank shall, in respect of every savings bank account or 
current account, or any other deposit including a fixed deposit, cash certificate 
monthly deposit, deposit payable at call or short notice, or any other deposit 
by whatever name called, with the transferor bank, open with itself On the 
prescribed date, a corresponding and similar account, in the name of the respective 
holder (s) thereof and credit thereto the balance standing to the credit of the 
respective account as on the 17th December, 1960 including interest computed 
up to that date less payments made during the moratorium period and thereafter 
the entire balance credited in accordance with the provisions of this paragraph 
shall be payable in full. 

(6) Notwithstanding anything to the contrary contained in any contract, 
express or implied, no interest shall accrue on account of a deposit or other 
liability in any account mentioned in paragraph (5) after the 17th Deceiftber, 
1960 and interest shall be paid only in respect of new accounts opened with 
the transferee bank in terms of and credited in accordance with the provisions 
of that paragraph and only at such rates as the transferee bank may allow. 

(7) (i) The transferee bank, may, if it so considers necessary, as soon as 
may be after the prescribed date, call upon every person who on the prescribed 
date was registered as the holder of a share in the transferor bank (or who 
would have been entitled to be so registered) to pay within three months from 
such date as may be specified the uncalled amount remaining unpaid by him 
in respect of any such share and the calls in arrears, if any, and the transferee 
bank shall take all reasonable steps to demand and enforce the payment of 
the amounts due under this paragraph together with interest at six per cent 
per annum for the period of the default. 

(ii) The transferee bank shall in addition take all available steps, having 
regard to the circumstances of each case, to demand and enforce the payment of 
the amounts, if any, awarded as damages by the High Court against any promotor 
director, manager or other officer of the transferor bank under section 45L of 
the Banking Companies Act read with section 45H thereof and also with section 
543 of the Companies Act, 1956. 

. (iii) The transferee bank shall pay the balance, if any. which may be avail¬ 
able from out of the contingent liabilities as reckoned for purpose of this scheme 
after the extent of such liabilities has been finally ascertained, and the amounts 
if any, recovered by it under clauses (i) and (ii) of this paragraph after— 

" (a) deducting therefrom the expenditure incurred for that purpose, and 

(b) reimbursing itself to the extent of such sums as represent the shortfall 
if any, resulting from the aggregate value of the deposit and other 
outside liabilities of the transferor bank which the transferee bank 
has to discharge in full in terms of paragraph (5) exceeding the 
aggregate ^ value of the assets of the transferor bank as determined 
in terms of paragraph (4) on the prescribed date, into a suspense 
account to be utilised in the manner indicated in clause (v) of this 
paragraph. 

- (iv) On the expiry of six years from the prescribed date, .the transferee 
bank shall, in consultation with and with the approval of the Reserve Bank of 
India, value the assets which have on the prescribed date been valued pro¬ 
visionally and the advances including bills purchased and discounted, book debts 
and sundry assets, if any, which, in accordance with the provisions of paragraph 
(4) of this scheme have on the prescribed date been valued at less than their 
book value, and which remain unrealised on the books of the transferee bank, 
having regard to the realisations on account of the said assets, the nature of the 
securities available and other relevant considerations. If the aggregate of the 
value so arrived at and the amounts realised, during the said period of six years, 
in respect of the aforesaid assets (after deducting from such realisations the 
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incurred for the purpose of making the estimate and the realisations) 
exceeds the value at which the relative assets, including advances, were taken 
over on the prescribed date, such excess shall be available for distribution in 
terms of the succeeding clause. 


(v) The transferee bank shall as soon as the valuation referred to in clause 
(iv) of this paragraph has been completed, make out of the amounts credited 
by it to the suspense account mentioned in clause (iii), or out of the amounts 
available for distribution, in terms of clause (iv), the following adjustment or 
payments, namely, 


(a) the transferee bank shall in the first instance transfer to itself, as its 

income or otherwise, an amount equal to the shortfall, if any, in the 
value .of the assets which on the orescribed dale have been valued 
provisionally and the advances including the bills discounted and 
purchased, book debts and sundry assets, if any. which in accordance 
with the provisions of paragraph (4) of this scheme have on the 
prescribed date been valued at less than their book value, the amount 
of the said shortfall being estimated as the deficiency, if any, in the 
valuation of the said items on the date of the said adjustment as 
compared with their valuation on the prescribed date; 

(b) the transferee bank shall thereafter make payments to the shareholders 

of the transferor bank whose right or title to a share or to the value 
represented by a share in the transferor bank immediately before the 
prescribed date has been adjusted in accordance with the provisions 
of this scheme. 


Provided that the payment in the case of each shareholder shall be in propor¬ 
tion to the amounts paid by, him on his old shares less the amount disbursed to 
him in cash or by allotment or transfer of shares in the transferee bank in terms 
of clause (ii) of paragraph (5). 

Provided further that the transferee bank shall give to any shareholder to 
whom payment may be due in accordance with the provisions of this clause, such 
reasonable notice, not exceeding three months and not being less than one month 
ns it may consider appropriate, of the payment being due, and 

(a) if during the period of this notice, a request has not been teceived 

in writing for the payment of the amount due in cash, and if the 
amount of the payment due is also not less than the highest closing 
price of an eauity share in the transferee bank as quoted on any 
recognised stock exchange on or immediately before the date on 
which the notice is issued, or where the eauitv share of the transferee 
bank is not quoted on any recognised stock exchange the price of 
the share as determined by the Reserve Bank, the transferee bank 
shall allot to the payee a share or shares in the transferee bank to 
the extent possible, and disburse in cash the balance, if any, of the 
amount which may be due; and 

(b) if the conditions mentioned in sub-clause (a) above are not fulfilled. 

the transferee bank shall disburse the amount in cash. 

Provided further that the allotment of the shares nr the payments aforesaid 
shall in each case be made before the end Of six months from the date on which 
notice of the payment falling due is deemed to have been served in accordance 
with the provisions of this scheme. 

(8) For the purpose of allotment to the shareholders of the transferor bank 
of shares in the transferee bank in terms of the foregoing paragraphs the issued 
capital of the transferee bank shall be increased and it shall also be lawful for 
the transferee bank to issue shares to such an extent as may be necessary. 

(9) No depositor or other creditor of the transferor bank shall be entitled to 
make any demand against the transferor bank or the transferee bank in. respect 
of any liability of Ihe transferor bank to him except to the extent provided for 
by this scheme. 

(10) No suit or other legal proceedings shall lie against the Central Govern¬ 
ment, the Reserve Bank of India or the transferee or the transferor bank for any¬ 
thing which is in good faith done or intended to be done in pursuance of this 
scheme. 
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(11) All the employees of the transferor bank other than (i) Shri James 
Tharayil, Chairman, (ii)' Shri A. C. Mathew, Chief Executive Officer and (iii) Shri 
O. Eapen Valakuzhy, General Manager shall continue in service and be deemed 
to have bee.n appointed by the transferee bank at the same remuneration and on 
the same terms and conditions of service as were applicable to such employees 
immediately before the 18th December, 1960. 


Provided that where any employee of the transferor bank has by nptice in 
writing given to the transferee bank at any time before the expiry of one month 
next following the date on which this scheme has been sanctioned by the Central 
Government intimated his intention of not becoming an employee of the trans¬ 
feree bank, he shall be entitled to the payment of such compensation, if any, 
under the provisions of the Industrial Disputes Act, 1947 and such pension, 
gratuity, provident fund and other retirement benefits as may be ordinarily 
admissible under the rules or authorisations of the transferor bank immediately 
before the 18th December, 1960. 

Provided further that the transferee bank shall in respect of the employees 
of the transferor bank who are deemed to have been appointed as employees of 
the transferee bank be deemed also to have taken over liability for the payment 
of retrenchment compensation in the event of their being retrenched while m 
the service of the transferee bank, on the basis that their service has been conti¬ 
nuous and has not been interrupted by their transfer to the trnasferee bank. 


(12) Notwithstanding anything contained in any law for the time being in 
force or any agreement or contract Shri James Tharayil, Shri A. C. Mathew and 
Ehri O. Eapen Valakuzhy of the transferor bank shall be entitled to and only to 
such pension, gratuity, provident fund and other retirement benefits as may be 
ordinarily admissible to them under the rules or authorisations of the transferor 
bank immediately before the 18th December, 1960. 

Provided that the compensation if any for the loss of employment, so far as 
it relates to the unexpired portion of any contract of service, Shall bp _ such and 
only such as may be determined by the Reserve Bank (whose determination in 
this respect shall be final and binding), and 

Provided further that nothing herein shall be deemed to prevent the transferee 
bank from re-employing the said Shri James Tharayil. Shri A. C. Mathew ana 
Shri O. Eapen Valakuzhy in such capacity and on such terms and conditions as 
the transferee bank may deem fit 

(13) The transferee bank shall on the expiry of a period not longer than three 
years from the date on which this scheme is sanctioned pay or grant to tne 
employees of the transferor bank the same remuneration and the same terms c a 
conditions of service as are applicable to the employees of corresponding rank 
or status of the transferee bank, subject to the qualifications and experience of 
the said employees of the transferor bank being the same as or equivalent to 
those of such other employees of the transferee bank. 

Provided that if any doubt or difference arises as to whether the aualifications 
or experience of the said employees are the same as or equivalent to the qualifica¬ 
tions and experience of the other employees of corresponding rank or status of 
the transferee bank or as to the procedure or principles to be 
fixation of the pay of the employees in the scales of pay of the tr . an T s %® e J^nk. 
the doubt or difference shall be referred to the Reserve Bank of India whose 
decision thereon shall be final. 

(14) The trustees or administrators of the provident fund constituted for the 
employees of the transferor bank or the transferor bank as the rase may be shall 
on or as soon as possible after the prescribed date transfer to the trustees of the 
employees orovident fund constituted for the transferee bank or otherwise as the 
transferee bank may direct, all the monies and investments held m trust for the 
benefit of the employees of the transferor bank. 

Provided, however, that such latter trustees shall not be liable for any deficiency 
in the value of investments, or in respect of any act, neglect, or default done 
before the prescribed date. 

(15) The transferee bank shall submit to the Reserve Bank of India such state¬ 
ments and information as may be required by the Reserve Bank of • India from 
time to time regarding the implementation of this scheme. 
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(16) Any notice or other communication required to be given by the transferee 
bank shall be considered to be duly given if addressed and sent by pre-paid 
ordinary post to the addressee at the address registered in the books of the trans¬ 
feror bank, until a new address is registered in the books of the transferee bank, 
and such notice shall be deemed to be served on the expiry of forty-eight hours 
after it has been posted. Any notice or communication which is of general interest, 
shall be advertised in, addition in one or more daily newspapers which may be 
in circulation at the places where the transferor bank was transacting its business. 

(17) If any doubt arises in interpreting any of the provisions of this. scheme, 
the matter shall be referred to the Reserve Bank of India and their opinion shall 
be conclusive and binding on both the transferee and transferor banks, and also 
on all the members, depositors and other creditors and emoloyees of eaoji of those 
banks, and on any other persons having any right or liability in relation to any 
of those banks. 

(18) If any difficulty arises in giving effect to the orovisions of this scheme, 
the Central Government may issue to the transferor and the transferee banks or 
to either of them such directions not inconsistent with this scheme as may appear 
to the Central Government, after consulting the Reserve Bank of India, to be 
necessary or appropriate for the purpose of removing the difficuty. 

[No. F. 4(134)-BC/60(III.] 


S.O. 1105.—Whereas on the application of the Reserve Bank of India under 
sub-section (1) of section 45 of the Banking Companies Act. 1949 (Act 10 of 1949), 
the Central Government has made an order of moratorium, in respect of the 
Venadu Bank Ltd., Pulincunnoo, under sub-section (2) of the said section, 

And whereas the Reserve Bank of India in exercise of the powers conferred 
by sub-section (4) cf section 45 of the said Act has prepared a scheme for the 
amalgamation of the Venadu Bank Ltd., with the South Ind.an Bank Ltd., 

And whereas the Reserve Bank after having sent the said scheme in draft to 
the Banking Companies concerned in accordance with' the provisions of sub¬ 
sections (6) of the said section and aft >r having considered the suggestions 
and objections received in regard to the said scheme has modified that scheme 
and forwarded it to the Central Government for sanction. 

Now, therefore, in exercise of the powers conferred by sub-section (7) of 
section 45 cf the said Act, the Central Government hereby sanctions the scheme 
on and subject to the terms and conditions hereinafter mentioned. 

(1) The Venadu Bank Ltd. shall be the transferor bank and the South Indian 
Bank Ltd. shall be the transferee bank. 

(2) As from the date which the Central Government may specify for this 
purpose under sub-section (7) of section 45 of the said Act (hereinafter referred 
to as the prescribed date) all rights, powers, claims, demands, interests, authori¬ 
ties, privileges, benefits, assets and properties of the transferor bank, movable 
and immovable, including premises subject to ell incidents 0 f tenure and to the 
rents and other sums of money and covenants reserved bv or contained in the 
leases or agreements under which they are held, alt office furniture. loose equip¬ 
ment plant, apparalus and appliances, books, papers, stocks of stationery, other 
stocks and stores, all investments in stocks, shares end securities, all bills receiv¬ 
able in band and in transit, all cash in hand and on current or deposit account 
(including money at call or short notice) with banks, bullion, all books debts 
mortgage debts and other debts with the benefit or the securities, or any guarantee 
therefor, all othm, if any, property rights and assets of everv description includ¬ 
ing all rights of act'on and benefit of all guarantees in connection with the busi¬ 
ness of the transferor bank shall, subject to the other provisions of this scheme 
stand transferred to, and become the properties and assets of, the transferee bank- 
and as from the prescribed date all the liabilities, duties and obligations of the 
transferor bank shall be and shall become the liabilities, duties and obligations 
of the transferee bank to the extent and in the manner provided hereinafter. 

Without prejudice to the generality of the foregoing provisions, all contracts 
deeds, bonds, agreements, powers of attorney, grants of legal representation and 
ottmr instruments of whatever nature subsisting or having effect immediately 
before the prescribed date shall be effective to the extent and in the manner 
hereinafter provided against or in favour of the transferee bank and may be 
acted upon as if instead of the transferor Rank the transferee bank had been a 
party thereto or as if they had been issued in favour of the trans fer ee back. 
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If on the prescribed date any suit, appeal or other legal proceeding of what¬ 
ever nature oy or against the transferor bank is pending, the same shall not 
abate, or be discontinued or be in any way prejudicially aifeeted, but shall, sub¬ 
ject to the other provisions of this scheme, be prosecuted and enforced by or 
against the transferee bank. 

If the transferor bank was acting immediately before the prescribed date as 
a foreman in respect of any kuri or chitty as deiined in the Travancore Chitties 
Act (XXVI of 1120) or the Cochin Kuries Regulation (VII of 1107) the rights, 
duties and obligations in relation to the kuri or chitty shall be regulated in accord¬ 
ance with the following provisions, namely, 

(i) the transferee bank shall become the foreman of the kuri or chitty and 

shall continue to exercise ail powers and to do all such acts and 
tnings as would have been exercised or done by the transferor bank, 
in so far as they are not inconsistent with this scheme; 

(ii) 'the funds, if any, of the kuri or chitty lent to or deposited with the 

transferor bank, or otherwise due from that bank to the kuri or 
chitty, shall be transferred to the transferee bank and the liabilities 
corresponding to such funds shall also be payable by the transferee 
bank in accordance with the other provisions of this scheme; 

(iii) if on the prescribed date the transferor bank in its capacity as the fore¬ 

man of any kuri or chitty has deposited any security for the due 
performance of its duties and obligations in relation to the said kuri 
or chitty, the said security shall continue to be available for the pur¬ 
poses for which it was intended, but shall if and to the extent that 

it is subsequently released be transferred to and vest in the trans¬ 

feree bank provided that the said security or, as the case may be, 
the surplus, if any, after providing for the discharge of the duties 
or obligations in respect of a kuri or chitty shall be valued and 
utilised for the purpose of this scheme. 

If according to the laws of any country outside (India the provisions of this 
scheme,'by themselves, are not effective to transfer or vest any asset or liability 
situated in that country which forms part of the undertaking of the transferor 
bank to or in the transferee bank, the affairs of the transferor bank in relation 
to such asset or liability shall, on the prescribed date, stand entrusted to the chief 
executive officer for the time being of the transferee bank and the chief execu¬ 
tive officer may exercise all powers and do all such acts and things as would have 
been exercised or done by the transferor bank for the purpose of effectively 

winding-up its affairs. The chief executive officer shall take all such steps as 

may be required by the laws of any such country outside India for the purpose 
of effecting such transfer or vesting and in connection therewith the chief execu¬ 
tive officer may, either himself or through any person authorised by him in this 
behalf, realise any asset or discharge any liability of the transferor bank and 
transfer the net proceeds thereof to the transferee bank. 

(3) The books of the transferor bank shall be closed and balanced and a 
balance sheet prepared in the first instance as at the close of business on the 
17th December, 1960 and thereafter as at the close of business on the day imme¬ 
diately preceding the prescribed date and the balance sheets shall be got audited 
and certified by a Chartered Accountant or a firm of Chartered Accountants 
approved or nominated by the Reserve Bank of India for the purpose. 

A copy each of the balance sheets of the transferor bank, prepared in accord¬ 
ance with the provisions of the foregoing paragraph, shall be filed by the trans¬ 
feror bank with the Registrar of Companies as soon as possible after it has been 
received and thereafter the transferor bank shall not be required to prepare 
balance sheets or profit or loss accounts, or To lay the same before its members 
or file copies thereof with the Registrar of Companies. 

(4) I. The transferee bank shall, in consultation with the transferor bank, 
value the property and assets and reckon the liabilities of the transferor bank 
in accordance with the following provisions, namely, 

(a) Investments including Government securities shall be valued at the 
market rates prevailing on the day immediately preceding the prescribed date 
provided that the securities of the Central Government such as Post Office Certifi¬ 
cates, Treasury Savings Deposit Certificates and any other securities or certificates 
issued under the small pavings scheme of the Central Government shall be valued 
at their face value or the encashable value as on the said date, whichever is 
higher. “ 
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(b) Where the market value of any Government security such as the Zamin- 
dari abolition bojids or other similar security in respect of which the principal is 
payable in instalments, is not ascertainable or is, ror any reason, not considered 
as reflecting the tair value thereof or as otherwise appropriate, the security 
snail be valued at such an amount as is consiaered reasonable having regard to 
the instalments ot principal and interest remaining to be paid, the period during 
which such instalments are payable, the yield of any security issued by tne 
Government to which the security pertains and having the same or approximately 
the same maturity, and other relevant factors. 

(c) Where the market value of any security, share, debenture, bond or other 
investment is not considered reasonable by reason of its having been affected by 
abnormal factors, the investment may be valued on the basis of its average 
market value over any reasonable period. 

(d) Where the market value of any security, share, debenture, bond or other 
■investment is not ascertainable, only such value, if any, shall be taken into 
account as is considered reasonable, having regard to the financial position of 
the issuing concern, the dividends paid by it during the preceding five years and 
other relevant factors. 

(e) Premises and all other immovable properties and any assets acquired in 
satisfaction of claims shall be valued at their market value. 

(f) Furniture and fixtures, stationery in stock and other assets, if any, shall 
be valued at the written down value as per books or the realisable value as may 
be considered reasonable. 

(g) Advances including bills purchased and discounted, book debts and 
sundry assets, will be scrutinised by the transferee bank and the securities, 
including guarantees, held as cover therefor examined and verified by the 
transferee bank. Thereafter, the advances, including portions thereof, will be 
classified into two categories, namely “Advances considered good and readily 
realisable” and “Advances considered not readily realisable and/or bad or doubt¬ 
ful of recovery”. 

II. Liabilities for purposes of this scheme shall include all contingent liabili¬ 
ties which the transferee bank may reasonably be expected or required to meet 
out of its own resources on or after the prescribed date. 

III. Where the valuation of any assets cannot be determined on the prescribed 
date, it may, with the approval of the Reserve Bank of India be treated partly 
or wholly as an asset realisable at a later date. 

In the event of any disagreement between the transferee bank and the trans¬ 
feror bank as regards the valuation of any asset or the classification of any 
advance or the determination of any liability, the matter shall be referred to the 
Reserve Bank of India whose opinion shall be final, provided that until such an 
opinion is received, the valuation of the item or portion thereof by the transferee 
bank shall provisionally be adopted for the purposes of this scheme. 

It shall be competent for the Reserve Bank in the event of its becoming neces¬ 
sary to do so, to obtain such technical advice as it may consider to be appropriate 
in connection with the valuation of any such item of asset or determination of 
any such item of liability, and the cost of obtaining such advice shall be payable 
in full out of the assets of .the transferor bank. 

The valuation of the assets and the determination of the liabilities in accord¬ 
ance with the foregoing provisions shall be binding on both the banks and the 
members and creditors thereof. 

(5) In consideration of the transfer of the property and the assets of the 
transferor bank to the transferee bank, the transferee bank shall discharge the 
liabilities of the transferor bank to the extent mentioned in tbis and succeeding 
paragraphs. 

(a) The outside liabilities other than deposits as on the prescribed date shall 
be paid or provided for in full. 

(b) In respect of every savings bank account or current account or any other 
deposit including a fixed deposit, cash certificate, monthly deposit, deposit pay¬ 
able at call or short notice or any other deposit by whatever name called, with 
the transferor bank, including interest to the extent payable under this scheme, 
the transferee bank shall open with itself on the prescribed date a corresponding 
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and similar account in the name of the respective holder(s) thereof with a balance 
-equal to the amount or the sum total of the amounts mentioned below, namely, 

(i) in the first place a sum of two hundred and fifty rupees or the balance 

in the account whichever may be less, less the amount, if any, paid 
during the period of moratorium, provided that the sum total of the 
amounts credited in respect of the accounts standing in the name of 
any one person (‘and not jointly with that of any other person) shall 
not exceed two hundred and fifty rupees, less the amount, if any, 
paid during the period of moratorium; 

(ii) in the next place the pro rata share available in respect of each of the 

accounts out of the assets referred to in paragraph (4) as valued for 
the purposes of this scheme, excluding the advances considered not 
readily realisable and/or bad or doubtful of recovery and any asset 
or portion of an asset not valued on the prescribed date, after deduct¬ 
ing therefrom the amount needed for the payments or provisions 
mentioned at clause (a) and sub-clause (i) of clause (b) above. 

Explanation .—The term ‘pro rata’ occurring in this paragraph and elsewhere 
in this scheme shall mean ‘in proportion to the respective amounts remaining 
due at the time of the payment or distribution’. 

(c) On the prescribed date, the entire amount of the paid up capital and 
reserves of the transferor bank shall be treated as provision for bad and doubt¬ 
ful debts and depreciation in other assets of the transferor bank and the rights 
of the members of the transferor bank shall, in relation to the transferee bank, 
be as provided for in paragraph (6) below. 

(6) In respect of 

(a) every account mentioned in clause (b) of the preceding paragraph, the 

balance in the account, if any, remaining uncredited in terms of sub¬ 
clauses (i) and (ii) of that clause; and 

(b) every share in the transferor bank, the amount which was treated as 

paid-up towards share capital by or on behalf of each shareholder 
immediately before the prescribed date and/or the amount paid on 
account of the calls made by the transferee bank in pursuance of 
clause (i) below 

shall be treated as a collection account and shall be entered as such on the books 
of the transferee bank and payments against the account shall be made in the 
following manner, ifamely, 

(i) the transferee bank shall as soon as may be after the prescribed date 
call upon every person who on the prescribed date was registered 
as the holder of an ordinary share in the transferor bank or who 
would have been entitled to be so registered to pay within thr ee 
months from such date as may be specified, the uncalled amount 
remaining unpaid by him in respect of such shares and the calls in 
arrears, if any, and the transferee bank shall take all available steps 
having regard to the circumstances of each case to demand and 
enforce the payment of the amounts due under this clause, together 
with interest at six per cent per annum for the period of the default; 

<ii) the transferee bank shall, in respect of the advances, bills purchased 
and discounted, book debts and sundry debts and other assets, which 
are classified as “Advances considered not readily realisable and/or 
bad or doubtful of recovery”, or which are or may be realisable 
wholly or partly after the prescribed date in terms Qf paragraph (4) 
above, take all available stqps having regard to the circumstances of 
each case to demand and enforce or obtain payment, provided, how¬ 
ever, that if the amount of the debt exceeds Rs. 5,000, the transferee 
bank shall not except with the approval of the Reserve Bank of India 

(a) enter into a compromise or arrangement with the debtor or any other 

person, 

(b) sell or otherwise dispose of any securities transferred to it, 

(iii) the transferee bank shall in addition take all available steps having 
regard to the circumstances of each case to demand and enforce the 
payment of the amounts, if any, awarded as damages by the High 
Court against any promoter, director, manager or other officer of the 
transferor bank under section 45L of the Banking Companies Act 
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read with section 45H thereof and also with section 543 of the 
Companies Act, 1956. 

(iv) the transferee bank shall, at such periodical intervals as may be possible 

or convenient, make out, of the realisations effected by it on account 
of the items mentioned in sub-clauses (i), (ii) and (iii) above, after 
deducting therefrom the expenditure incurred for the purpose, or 
out of the balance, if any, which may be available from out of the 
contingent liabilities as reckoned for the purposes of this scheme 
after the extent of such liabilities has b en finally ascertained, pay¬ 
ments pro rata in the manner and to the extent specified below: 

(a) in the first place the amounts due to the collection accounts of the 

depositors of the transferor bank till payment in full against all» 

the accounts has been made; and thereafter. 

(b) in the next place the amounts if any due to the accounts of the 

former shareholders of the transferor bank. 

Provided thal the transferee bank shall make the payments referred to in 
sub-clausi (a) above, 

fi) if the corresponding or similar account mentioned in clause (bl of 
paragraph 5 has not been closed or has not matured for payment 
by credit to that account; and 

(ii) if the said account has been closed or has matured for payment, in 
cash. 

Provided further that the transferee bank s hall give to any person to whom 
any payment may be due against an account mentioned in sub¬ 
clause (b) above such reasonable notice not exceeding three months- 
and not being less than one month, as it may consider appropriate 
of the payment being due, and 

(a) if during the period of this notice a request has not been received 

in writing for the payment of the amount dir in cash and if the 
amount of the payment due ;s also not less than the highest clos¬ 
ing price of an ordinary share in the transferee bank as quoted on 
any recognised stock exchange on or immediately before the date 
on which the notice is issued, or where the ordinary share of the 
transferee bank is not quoted on any recognised stock exchange 
the price of the share as determined by the Reserve Bank, the 
transferee bank shall allot to the payee a share or shares in the 
transferee bank to the extent possible and disburse in cash the 
balance, if any, of the amount which may be due; and 

(b) if the conditions mentioned in sub-clause (a) above are not fulfilled 

the transferee bank shall disburse an amount in cash. 

Provided further that: 

(a) the allotment of the shares or the payments aforesaid shall in each 

case be made before the end of six months from the date on which 
notice of the payment falling due is deemed to have been served 
in accordance with the provisions of this scheme, and 

(b) the share capital of the transferee bank shall be deemed to have 

been increased, and it shall also be lawful for the transferee bank 
to issue the shares, in the manner and to the extent specified for 
the purposes of this scheme. 

(v) the amounts due to the collection accounts referred to in this paragraph 

shall be deemed to be a liability of the transfer,e bank only to tbe 
extent provided for in this scheme. 

(vi) on the expiry of twelve years from the prescribed date Or such earlier 

period as the Central Government after consulting the Reserve Bank 
of India may specify for this purpose, any item referred to in clause 
(ii) of this paragraph which may not have been realised by that date 
shall be valued by the transferee bank in consultation with the 
Reserve Bank and the transferee bank shall distribute anv amount 
or amounts determined in the light of that valuation to the deposi¬ 
tors and share-holders in the order and in the manner provided for 
in clause (iv) of this paragraph. 

(7) Notwithstanding anything to the contrary contained in any contract, 
express or implied, no interest shall accrue on account of a deposit or other 
liability in any account mentioned in paragraphs (5) and (6) after the date of 
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the moratorium and interest shall be paid only m respect of ^ the new^accounts 
opened with the transferee bank in terms of paragraph (5> a nd credited n 
accordance with the provisions of that or the next succeeding paragraph and 
only at such rates as the transferee bank may allow. 

(8) No depositor or other creditor of the transferor bank shall be entitled 
to make any demand against the transferor bank or the transferee bank in res¬ 
pect of any liability of the transferor bank to him except to the extent prescribed 
by this scheme. 


(91 No suit or other legal proceedings shall lie against the Central Govern¬ 
ment, the Reserve Bank of India or the transferee or the transferor banks fo-r 
anything which is in good faith done or intended to be done in pursuance of this 
scheme. 


(10) All the employees of the transferor bank other than (i) Shri P. J. Kun- 
cheria, Managing Director, and (ii) Shri P. J. Joseph, Agent, Alleppey, shall 
continue in service and be deemed to have been appointed by the transferee bank 
at the same remuneration and on the same terms and conditions of service as 
were applicable to such employees immediately before the 18th December, 1960. 

Provided that where any employee of the transferor bank has by notice in 
writing given to the transferee bank at any time before the expiry of one month 
next following the date on which this scheme has been sanctioned by the Central 
Government, intimated his intention of not becoming an employee of the trans¬ 
feree bank, he shall be entitled to the payment of such compensation, if any, 
under the provisions of the Industrial Disputes Act, 1947 and such pension, gratu¬ 
ity, provident fund and other retirement benefits as may be ordinarily admissible 
under the rules or authorisations of the transferor bank immediately before the 
18th December, 1960. 


Provided further that the transferee bank shall in respect of the employees 
of the transferor bank who are deemed to have been appointed as employees of 
the transferee bank be deemed also to have taken over liability for the payment 
of retrenchment compensation in the event of their being retrenched while in 
the service of the transferee bank, on the basis that their service has been conti¬ 
nuous and has not been interrupted by their transfer to the transferee bank. 


(11) Notwithstanding anything contained in any law for the time being in 
force or any agreement or contract, Shri P. J. Kuncheria, Managing Director 
and Shri P. J. Joseph, Agent, Alleppey branch of the transferor bank shall be 
entitled to and only to such pension, gratuity, provident fund and other retire¬ 
ment benefits as may be ordinarily admissible to them under the rules or author¬ 
isations of the transferor bank immediately before the 18th December, 1960. 

Provided that the compensation if any for the loss of employment, so far as 
it relates to the unexpired portion of any contract of service, shall be such and 
only such as may be determined by the Reserve Bank (whose determination in 
this respect shall be final and binding), and 

Provided further that nothing herein shall be deemed to prevent the transferee 
bank from re-employing the said Shri P. J. Kuncheria and Shri P. J. Joseph in 
such capacity and on such terms and conditions as the transferee bank may deem 
fit. 


(12) The transferee bank shall, on the expiry of a period not lojjger than 
three years from the date on which this scheme is sanctioned pay or grant to the 
employees of the transferor bank the same remuneration and the same terms 
and conditions of service as are applicable to the employees of corresponding rank 
or status of the transferee bank subject to the qualifications and experience of 
the said employees of' the transferor bank being the same as or equivalent to 
those of such other employees of the transferee bank.' 


Provided that if any doubt or difference arises as to whether the qualifications 
or experience of any of the said employees are the same as or equivalent to 
the qualifications and experience of the other employees .of corresponding rank 
or status of the transferee bank or as to the procedure or principles to be "adopt¬ 
ed for the fixation of the pay of the employees in the scales of pay of the. 
transferee bank the doubt or difference shall be referred to the Reserve Bank 
of India whose decision thereon shall be final. 

(13) The transferee bank shall submit to the Reserve Bank of India such 
statements and information as may be required by the Reserve Bank of India 
from time to time regarding the implementation of this scheme. 
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(14) Any notice or other communication required to be given by the trans¬ 
feree bank shall be considered to be duly given, if addressed and sent by pre¬ 
paid ordinary post to the addressee at the address registered .in the books of the 
transferor bank, until and new address is registered in the books of the trans¬ 
feree bank, and such notice shall be deemed to be served on the expiry of forty 
eight hours after it has been posted. Any notice or communication which is of 
general interest shall be advertised in addition in one or more daily newspapers 
which may be in circulation at the places where the transferor bank was tran¬ 
sacting its business. 

(15) If anv doubt arises in interpreting any of the provisions of this scheme, 
the matter shall be referred to the Reserve Bank of India and their opinion shall 
be conclusive and binding on both the transferee and transferor banks, and also 
on al] the members, depositors and other creditors and employees of each of those 
banks and on any other person having any right or liability in relation to any 
of those banks. 

(16) If any difficulty arises in giving effect to the provisions of this scheme, 
the Central Government may issue to the transferor and the transferee banks or 
to either of them such directions not inconsistent with this scheme as may appear 
to the Central Government, after consulting the Reserve Bank of India, to be 
necessary or appropriate for the purpose of removing the difficulty. 

[No. F. 4(134)-BC/60(IV).] 
R. K. SESHADRI, Dy. Secy. 
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